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Purpose & Results

PURPOSE

The overall purpose of this * Generally, management activities currently conducted on-farm have
project is to understand remained steady since 2011
business management « Most management activities conducted by less than 60% of farmers

planning activities on Ontario
farms, including the drivers
and barriers to implementing
planning activities.

* Penetration of benchmarking activities is lowest, but has increased since 2011

* Individual management activities have more penetration than planning activities

Plan awareness and implementation has declined since 2011
* ONLY EXCEPTION is business planning

* All other plans implemented by less than 20% of farmers

This Baseline Study Update
also provides tracking of key
measures captured in 2011 to Segmentation analysis results very similar to 2011
see if progress has been made * 4 out 5 segments remain the same

in capturing a larger ‘planning’

audience within the farming

sector.

Non-planners do not see benefit to planning

* ‘Strugglers’ have replaced ‘Independents’
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RESPONDENT PROFILE &

FARM OPERATION
OVERVIEW
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MAIN FARM TYPE g.! $

Farm size of respondents, by gross farm sales, is a little

Sample frame similar to 2011 )
largerin 2016 compared to 2011*.

CORN/SOYBEANS <$50,000 24%
DAIRY $50,000 - $99,999 15%
BEEF
$100,000 - $249,999
swi

HORTICULTURE IELY2
500,000 - $999 999 0
POULTRY s $ 14%

OTHER LIVESTOCK $1MIL.- $1,999,999 | w14

OTHER CROPS 11% $2 MIL. + 7%

14%

$250,000 - $499,999 20%

*In 2016, 23%
refused to answer,
in 2011 5%.

Q2. Would you be willing to tell us your total gross farm sales for 2015, please be as precise as possible?
Base: Respondents who answered (in 2011 2% of respondents refused to answer ‘ in 2015 23% refused to answer or did not know)

Q3. Which of the following types of farming or production contributed to your gross farm sales last year, in 2015? Base: Total Respondents
© 2016 Ipsos




Growth and Financial Health of Farm Operation

CHANGE IN GROSS FARM SALES

26% 4111% MUCH WORSE
) | LITTLE WORSE

VAU 15% [11%

MUCH BETTER

PV 8% [ 13%

Janag 3ulod %61

Y \ Y SAME
22% 47% LITTLE BETTER
M Decreased a lot W Decreased Slightly About the Same
Increased Slightly M Increased a lot

* Trend in gross farm sales is only slightly better in 2016

Q8. In the past 5 years have your gross farm sales.... compared to 2011. However, nearly 50% of farm
Q9. Relative to five ye.ars ago, which of the following best describes the financial respondents feel that the financial health of their
health of your operation? operations has improved, suggesting efficiencies or debt
Base: Total Respondents (2016:n=499/2011:n=500) P . P » SUBE g . . ;
reduction have been made rather than simply increasing .

© 2016 Ipsos
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Health of Farm Operation by Farm Type

Grains/Oilseeds

(n=201) 12%
Poultry (n=23%*)
(T T T T T T T s s s s s s s e = Fr”'t(/r‘]’fzggi‘;‘b'es 15%
I
N oo o oo o o o e o o e o e e e e e -

B Much Worse  m Little Worse Same Little Better

Q9. Relative to five years ago, which of the following best describes the financial health of your operation?

© 2016 Ipsos

Compared to five years ago, hog operations feel their operations are doing better compared to crops and dairy.

11%

8%

B Much Better

M 7



GOALS & GOAL
ACHIEVEMENT



Short-term Goals

Unaided
REDUCE FARM RELATED DEBTS _ 52%
PROFITABILITY I 9%

FINANCIAL DEBT REPAYMENT N 2% CHANGE PRODUCTION TECHNOLOGIES _ 28%

GOALS  MAKING A LIVING/INCOME [l 4%

BREAKING EVEN M 3% EXPAND FARM SIZE 26%

REDUCE/STOP PRODUCTION OF ONE OR

LIFESTYLE MORE LIVESTOCK TYPES - 17%

MAINTAINING QUALITY OF... I 13%

GOALS DIVERSIFY INTO OTHER CROPS - 16%

REDUCE/STOP PRODUCTION OF ONE OR
MAINTAIN STATUS QUO I 13% MORE SPECIFIC CROPS
OPERATIONAL EXPAND I 9% SCALE BACK/REDUCE PRODUCTIONTO
GOALS FIND NEW WAYS TO... Il 3% FOCUS ON OFF-FARM INCOME

Barriers to Achieving Goals:
SUCCESSION PLAN FOR TRANSFER OF... i 8% &

GOALS RETIREMENT | 7% Instability of commodity markets
Government regulations

OTHER [ 7%

Q15. Thinking about your farm operation, what would you say is your most important goal for the next 2-3 years? Base: Total Respondents (n=499)
Q16. What is the largest threat or barrier to achieving your goals? Base: Total Respondents (n=499)

Q19. Thinking of the next 5 years, have you set any of the following goals for your farm operation? Base: Total Respondents (n=499)

© 2016 Ipsos




GOALS AND GOAL ACH'EVEMENT * Improving profitability is, by far, the

most important goal of farm

Most Important Business Objectives  wresenzs

MOST IMPORTANT

I— ————————————————— L e e B B B B e e e e e L B e L e e e ] \
| IMPROVE PROFITABILITY IMPROVE PROFITABILITY I

|
: REDUCE DEBT IMPROVE PRODUCTION PER UNIT :
. succession repuce ot |
N o e e e e o Em e e o Em e mm e e o e o e e e o e o - — 7/

IMPROVE PRODUCTION PER UNIT

IMPROVE PRODUCT QUALITY [l 7% IMPROVE PRODUCT QUALITY

SUCCESSION 39%

INCREASE SIZE OF OPERATION [ 7% REDUCE RISk [FETZ
REDUCERISK [ 4% INCREASE SIZE OF OPERATION  [JEF:TZ3
DIVERSIFICATION [ 3% DIVERSIFICATION  FTi[3

Q20. 1 am going to read you a short list of business objectives. After | am finished reading you the list I would like you to identify the objective that you personally consider
to be the most important for your farm looking forward. And what would you consider the second most important? And what would you consider the third most

important? Base: Total Respondents (n=499)
© 2016 Ipsos 10



AWARENESS & FAMILIARITY
WITH FARM BUSINESS
MANAGEMENT PLANNING



Management Activities Currently Conducted (1 of 2)

100
S|
80
70

60
50

40 74 74

% of Farmers

30
20
10
0
KEEP PRODUCTION USE AN ACCOUNTING TRACK COP OF EACH SET PRODUCTION USE AN ACCOUNTING SET FINANCIAL GOALS
RECORDS SYSTEM TO RECORD COMMODITY GOALS & TRACK SYSTEM TO GENERATE & TRACK
ALL INCOME & PERFORMANCE REPORTS, AND ASSIST PERFORMANCE
EXPENSES WITH MGMT
DECISIONS
B Yes, regularly Yes, on occasion m No

Q18. Which of the following management activities do you currently conduct on your farm operation, do you...?

Base: Total Respondents (n=499)
© 2016 Ipsos 12



Management Activities Currently Conducted (2 of 2)

100

90

80

70 67

60

50
2

) 40
£

S 30
©

° 20

10

0

USE FORMAL RISK PARTICIPATE IN USE RECORDS TO BENCHMARK WORK WITH A BENCHMARK
MANAGEMENT TRAINING ASSESS ROI ON PRODUCTION TRUSTED BUSINESS FINANCIALS
PROGRAMS AND INVESTMENTS ADVISOR (OR TEAM)
TOOLS TO MANAGE TO REVIEW BUSINESS
RISK
B Yes, regularly Yes, on occasion ® No

Q18. Which of the following management activities do you currently conduct on your farm operation, do you...?

Base: Total Respondents (n=499)
© 2016 Ipsos & 13



Generally, the Same Management Activities Conducted
2011 vs 2016

90% 889
(o] 88%) 84% 83% pm—————— ~\
[
1
o) I (o) 0, -
5 67% 61%  61% o, : 63% cco, : 66% 66% ) K \I
(o]
S I 1 53% 50% ! I
S v : i i 350 42% |
c 9 1 ! 31% 32% | ° I
£33 . _—— I :
25 ! ]
[ \
L Q
€9
k= SET SET FINANCIAL KEEP USE AN USEAN  TRACKCOP OF USERECORDS BENCHMARK BENCHMARK
“ PRODUCTION GOALS & TRACK PRODUCTION ~ACCOUNTING ACCOUNTING EACH TO ASSESS ROl FINANCIALS ~ PRODUCTION
9 GOALS & TRACK PERFORMANCE ~ RECORDS SYSTEMTO  SYSTEMTO  COMMODITY ON
> PERFORMANCE RECORD ALL  GENERATE INVESTMENTS
INCOME &  REPORTS, AND
EXPENSES  ASSIST WITH
MGMT
DECISIONS
m 2011 2016

Q18. Which of the following management activities do you currently conduct on your farm operation, do you...? Base: Total Respondents (n=499) M
© 2016 Ipsos 14



FARM BUSINESS MANAGEMENT PLANNING

Aided Familiarity with Different Plan Types

p R (L [ ([ [ (L[ [ (L [ [ [\ [ [ [ (L [ [ [ (L[ [ L ~
/ \
1 1
H 17% i * Implementation and awareness of
E 20% 10% 6% ! business plans has improved since
N e e e e e e e e e e e e e e e -/ 2011; more so on awareness.
Succession Plans 2 24% * Implementation of succession plans
has declined only slightly, but
20‘7 24% 8‘V ’
- ’ - awareness has improved.
Commodity Marketing 2016 17% * Implementation and familiarity of
Il other plans has declined. This
Plans ; % 7% :
2011 23% Lo% R 7% suggests that farmers may only be
focusing on one business plan.
Direct Marketing 2016 18% 18% | 11%
Plans 2011 T 13% 17%  10%

B Completed it Heard and Know a lot Heard and Know a little ™ Heard of Only M Never Heard of

Q22. (To start), what describes your level of familiarity with a [INSERT PLAN], would you say you...? Base: Total Respondents(n=499) g
© 2016 Ipsos 15



FARM BUSINESS MANAGEMENT PLANNING

Aided Familiarity with Different Plan Types Cont’d

Human Resource 2016 [l 16%
Management Plans 2011 14%
Risk Management 2016 18% 16% 8%

Plans 2011 21% 1% | 6%

e . 2016 B 18%
Diversification Plans

2011 18%

. 2016 14%
Contingency Plans

2011 18%

B Completed it I Heard and Know a lot " Heard and Know a little ® Heard of Only B Never Heard of

Q22. (To start), what describes your level of familiarity with a [INSERT PLAN], would you say you...? Base: Total Respondents(n=499) &
© 2016 Ipsos 16



FARM BUSINESS MANAGEMENT PLANNING
Impact of Business Management Plans on Success of Farm Business

* Less than 1/3 of farmers feel that any one plan has a significant impact on the success of their farm business.

% of Producers Aware of the Plans who believe they have an impact or not on farm success

Business Plan (n=480)
Commodity Marketing Plan (n=457) Farms with non-family
employees indicate that
Succession Plan (n=484) the HR Plan has more
) impact than those who do
Contingency Plan (n=441) not
Direct Marketing Plan (n=444
g ( ) 23% 36% T3B: 15%
Risk Management Plan (n=460)
L3B: 45%
Diversification Plan (n=408) )
Human Resources Plan (n=416) A

H Have an Impact on Success (8,9,10) Neutral B Have Little or No Impact on Success (1,2,3)

Q23. To what extent does a/would a [INSERT PLAN] impact the success of your farm business? Please provide a rating from 1 to 10 where ‘1’ means they have no
impact and ‘10" means they have a significant impact. Base: Respondents who have heard of or know about each of the farm plantypes from Q22.

© 2016 Ipsos
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DEVELOPMENT & USE OF
FARM BUSINESS
MANAGEMENT PLANS



FARM BUSINESS MANAGEMENT PLANNING
Implementation and Review of Farm Business Management Plans

e |If farmers have taken the time to develop plans, most review and update them regularly.
* The plans that are reviewed and updated most often are those that affect day-to-day activities on the farm, whereas the business

plan is reviewed the least. % of Producers who review and update their plans regularly and those who do not

Direct Marketing Plan (n=47%) 77%
Commodity Marketing Plan (n=43%) 75% 7
7

13%

Risk Management Plan (n=54) 73%

|

Diversification Plan (n=28%*) 72%
Human Resources Plan (n=13%*) 65% 24
16%
11%

9%

Contingency Plan )n=57) 59%

Succession Plan (n=77) 56%

Business Plan (n=102) 46%

B Review and Update Regularly (8,9,10) Neutral B Do not Review or Update (1,2,3)

Q24. To what extent do you use and update your [INSERT PLAN]? Please provide a rating from 1 to 10 where ‘1’ means you havenot reviewed or updated the plan,
and ‘10’ means that you review and update the plan at least annually. Base: Respondents who have completed these types of plans for their farm.
© 2016 Ipsos 19



FARM BUSINESS MANAGEMENT PLANNING

Drivers of Plan Development

BUSINESS PLANS (n=102)

Changes in Market

Consumer Perceptions
Changes in farm ownership
Gov't Incentives/Programs
Gov't Regs
Lenders/Creditors

Limited Profits

All requirements for
~ receiving funds —
therefore reactive

Changes in farm ownership
Gov't Regs

Changes in Market
Lenders/Creditors
Consumer Perceptions
Limited Profits

Gov't Incentives/Programs

57%
19%
17%
15%
14%

7%

7%

Q27. Thinking about your [INSERT PLAN]. Using a 10 point scale with ‘10’ being ‘to a great extent’ and ‘1’ being ‘ not at all’, to
what extent were the following important in driving or prompting you to develop these plans? Base: Respondents who have

completed a planin Q22.

*Showing Top3Box (% of respondents that rated each drivers 8,9, or 10)

© 2016 Ipsos



FARM BUSINESS MANAGEMENT PLANNING
Drivers of Plan Development

COMMODITY MARKETING PLANS (n=43%*)

Changes in Market 54%

Changes in Market 36%

Limited Profits 36% Limited Profits 34%

Changes in farm ownership 30% Consumer Perceptions 28%

Consumer Perceptions 28% Changes in farm ownership 24%

Gov't Incentives/Programs 25% Gov't Regs 15%

Lenders/Creditors 23% Gov't Incentives/Programs 14%

Gov't Regs 19% Lenders/Creditors [ b1/4

Q27. Thinking about your [INSERT PLAN]. Using a 10 point scale with ‘10’ being ‘to a great extent’ and ‘1’ being ‘ not at all’, to
what extent were the following important in driving or prompting you to develop these plans? Base: Respondents who have
completed a planin Q22.

*Showing Top3Box (% of respondents that rated each drivers 8,9, or 10)

© 2016 Ipsos



FARM BUSINESS MANAGEMENT PLANNING

Drivers of Plan Development

HR MANAGEMENT PLANS (n=13%*)

Gov't Regs 50%
Gov't Incentives/Programs 43%
Changes in farm ownership 26%
Limited Profits 17%
Consumer Perceptions 17%

Changes in Market 17%

Lenders/Creditors 17%

Changes in Market

Limited Profits

Gov't Incentives/Programs
Gov't Regs

Changes in farm ownership
Lenders/Creditors

Consumer Perceptions

60%
33%
33%
29%
29%
29%

pL

Q27. Thinking about your [INSERT PLAN]. Using a 10 point scale with ‘10’ being ‘to a great extent’ and ‘1’ being ‘ not at all’, to
what extent were the following important in driving or prompting you to develop these plans? Base: Respondents who have

completed a planin Q22.
*Showing Top3Box (% of respondents that rated each drivers 8,9, or 10)
© 2016 Ipsos



FARM BUSINESS MANAGEMENT PLANNING
Drivers of Plan Development

DIVERSIFICATION PLANS (n=28%*)

Limited Profts

Changes in Market
Consumer Perceptions
Lenders/Creditors

Gov't Regs

Gov't Incentives/Programs

Changes in farm ownership

Lenders/Creditors

Gov't Incentives/Programs
Gov't Regs

Changes in farm ownership
Consumer Perceptions
Limited Profits

Changes in Market

67%
60%
55%
48%
34%

32%

32%

Q27. Thinking about your [INSERT PLAN]. Using a 10 point scale with ‘10’ being ‘to a great extent’ and ‘1’ being ‘ not at all’, to
what extent were the following important in driving or prompting you to develop these plans? Base: Respondents who have

completed a planin Q22.

*Showing Top3Box (% of respondents that rated each drivers 8,9, or 10)

© 2016 Ipsos



BRINGING IT ALL TOGETHER:
THE USE OF A FORMAL
WRITTEN BUSINESS PLAN



FORMAL WRITTEN BUSINESS PLAN

Development and Use of a Formal Written Business Plan

% OF RESPONDENTS WHO HAVE A FORMAL
WRITTEN BUSINESS PLAN

22%  19%

2011 (n=500) 2016 (n=499)

Level of Implementation and Review
Have a plan and

review it once (n=95) Not reviewed
er year regularly

ITEMS INCLUDED IN BUSINESS PLAN

Financial Goals

Overall Goals and Objectives
Vision for Farm
Strategies for selling...
Succession Goals
Risk Management Goals
Strategies to market directly...
Strategies for Diversification
Contingency Strategies

Human Resource Goals

Q31. Do you have a formal written business plan? It could include any or all of the following: overall goals, a financial plan, marketing plan, succession plan, risk

management plan and/or a human resource plan.

Q32. Where do you feel your business rates when it comes to having a formal plan for your farm business? Please provide a rating from 1 to 10 where ‘1’ means we have

not developed any kind of business plan for our operation; and ‘10’ means we have a written business plan and review and update it at least once per year.

Q33. Which of the following are included in your formal written business plan?

N ——— —

25



FORMAL WRITTEN BUSINESS PLAN

Reasons for Not having a Formal Written Business Plan

DEVELOPING ONE?”

% OF RESPONDENTS WHO DO NOT HAVE A
FORMAL WRITTEN BUSINESS PLAN

78%

Age/Health related issues
Lack of time

Small operation

Lack of info/knowledge

Haven't done it YET

Planning to get out of business

2011 (n=500) 2016 (n=499)

“WHAT’S HOLDING YOU BACK FROM

81% s

| B2

Q31. Do you have a formal written business plan? It could include any or all of the following: overall goals, a financial plan, marketing plan, succession plan, risk

management plan and/or a human resource plan.
Q34. What'’s holding you back from developing a business plan?

26



PERCEPTIONS OF IMPACT OF
‘KEY DRIVERS OF FINANCIAL
HEALTH’



Perceptions of Impact of Drivers of Financial Health

KEY DRIVERS BACKGROUND

As an extension to the ‘2011 Baseline Study of Farm
Business Management Planning’, AMI and FMC wanted to
determine whether business management activities ‘pay’.
The purpose of the ‘2015 Dollars and Sense’ report was to
establish the degree to which farm business management
practices are direct drivers of financial success.

The research identified seven business management
activities that, when adopted, are drivers of farm financial
success (see right). That is to say that these activities are
more likely to be present on financially successful farms
and/or more likely to be absent on less financially successful
farms.

In the 2016 Baseline Study Update’ respondents were asked
if they felt the ‘key drivers’ have an impact on the financial
health of farm businesses. This provides a read on the
‘believability’ of the key drivers.

© 2016 Ipsos

PROPENSITY TO CONTINUALLY

LEARN

BUSINESS DECISIONS MADE
WITH ACCURATE FINANCIAL
DATA

USE OF PROFESSIONAL
BUSINESS ADVISORS

USE OF FORMAL BUSINESS
PLAN

COST OF PRODUCTION
MONITORING AND USE

RISK ASSESSMENT AND
MANAGEMENT

USE OF FINANCIAL PLAN WITH

BUDGET OBJECTIVES

DOLLARS |
AND SENSE

Measuring the Tangible
Impacts of Beneficial Business
Practices on Canadian Farms

July 2015




FARM BUSINESS MANAGEMENT PLANNING *f:seuﬁsieyr}:irxm tc:yvpiiw
Perceptions of Impact of Drivers of Financial Health '

% of Producers who believe the following activities have an impact on farm financial health

14%

Participating in Training 38%

Using a financial accounting system to assist with
management decisions

46%

15%

Working with trusted business advisors 30% 27%

Having a formal business plan that is reviewed and
updated annually

25% 27%

Tracking COP for each product sold 58% 9%

19%

Using formal risk management programs and tools 24%

<—— Derived Importance of Drivers

10%

Setting financial goals and tracking performance 42%

B Have an Impact on Financial Health (8,9,10) Neutral B Have Little or No Impact on Financial Health (1,2,3)

Q36. Using a scale from 1 to 10 where 1 means it has no impact on the financial health of farm businesses and 10 means it hasa significantimpact on the
financial health of farm businesses, please indicate how much impact you feel the following business management activities have in improving the financial &
health of farm businesses. Base: All Respondents (n=499) 29



TRAINING AND
CONSULTATION




TRAINING AND CONSULTATION
Summary of Training/Consultation Penetration

% of Respondents who have received training in the following planning areas:

Succession Planning (n=484)
Business Planning (n=480)
Commodity Marketing Plan (n=457)
Risk Management Planning (n=460)
Contingency Planning (n=441)
Human Resources Planning (n=416)
Direct Marketing Plan (n=444)

Diversification Planning (n=408)

42%
41%
22%
22%
19%
13%
12%
10%

Not surprisingly, the topics with the most
participation in training or consultation have been
succession planning and business planning
consultation.

Potential reasons for this:

* These are the plans that most farmers have
developed, suggesting that consultation or
training is required to help develop them

* These are the plans that are required to access
funds, either from lenders or through
government programs.

*See Appendix to view

results by farm type.

Q25. Have you ever received any outside training, consultation, and/or professional advice on how to develop a [INSERT PLAN]?Base: Respondents aware of the

plans from Q22.
© 2016 Ipsos
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TRAINING AND CONSULTATION

Business Areas where more Training/Education Required

% of Respondents who would like more education/training in the following areas:

________________________________________________________________________________

{ Business Plan
i‘ Succession Plan
Risk Management Plan

Commodity Marketing Plan

4 )

Note that the areas where respondents
would like to have more training/education
in, are those areas that respondents
currently engage in the most training and
education.

Direct Marketing Plan _
Contingency Plan
Diversification Plan

Human Resource Management Plan

DK/Ref

- J
4 )

When given an open-ended question,
respondents identified strategic planning
as the area they most want additional
information or training in.

. J

Q30. Of the following types of plans, please select three that you feel you need the most training and education in, either to develop them for your farm or to learn

how to better review and update them annually. Base: All Respondents (n=499)

Q38. When thinking about business management planning activities, what types of information or education do you need? Base: Al Respondents (n=499)

© 2016 Ipsos



TRAINING AND CONSULTATION
Preferred Methods to Learn About Business Management Planning

% of Producers who would prefer the following methods of learning: (espondents first prefer to |eh
. . about business management
() (v) (¢)
Farm Magazine Articles 6%5% planning through articles posted
in farm media.
Events in Local Area 18% 10%
Once they have had a chance to
In-person Workshops 20% 11% learn a little about various
) ) business planning activities on
Issue of Magazine focu§ed only on Business 16% 12% their own, respondents prefer
Planning more active and social ways of
Case Studies of Ontario Farmers 17% 12% learning — through events and
workshops.
Online website/tools 24% 25% Self-direct means of training such
as workbooks or online tools are
Management Planning workbook 27% 12% the least preferred method of
aning. /
B Strongly Prefer ™ Somewhat Prefer ® Somewhat Do Not Prefer M Strongly Do Not Prefer

Q37. Please indicate the extent to which you would prefer to learn about business management planning from each source usingthe following scale: strongly M
prefer, somewhat prefer, somewhat do not prefer, strongly do not prefer. Base: All Respondents (n=499) 33



SEGMENTATION RESULTS



SEGMENTATION ANALYSIS As in the previous study, a segmentation of farmers based on

MEthOdOlogy demographics, business-planning attitudes and business-planning
behaviors was conducted.

Demographics:
® Farmer demographics, such as age,
education and on and off farm career.

® Farm demographics, such as commodity
type, gross farm sales and debt load.

Attitudes:
® Knowledge and awareness of business
S planning
t / B Attitudes towards business planning
\ / ® Attitudes and awareness of available
resources
Behaviours:
. SN . ® Past and future farm business behaviour
Ontarl? Farmer BUSIrEESS B Level of farm assessment and planning
PIannlng Segmentatlon B Use of farm business resources

© 2016 Ipsos



SEGMENTATION ANALYSIS
Results

The results of the segmentation exercise in 2016 reveals the identity of 4 out of 5 segments identified in 2011 are
still present. Analysis reveals, however, that the “Independent” segment is not as prominent as it once was.

B Instead, a “Strugglers” segment has emerged. This segment expresses many of the same attitudes and behaviors
related to planning as the “Independents”, however, has a greater sense of pessimism toward their likelihood of
success. /-

Skeptics .
Independents 17% Struggolers, Skep?CS,
o 20% 18%
2016
2011

Developers,
19%

Planners
22%

Planners ,
18%

© 2016 Ipsos




Gross Farm Sales,
Business Trend and
Debt Level

% with a Written
Business Plan

Primary Barriers to
Planning

Planning Behaviours

Planning Attitudes

Skeptics

18%

* Average farm size
* Business in decline
* Average debt

7%

- No Need
- Lack of Information*

Very low adoption rate

Less likely to feel successful,
achieving goals, poor
work/life balance.

More likely to feel it is
impossible to succeed due
to external factors

Low confidence planning
will make a difference

Strugglers
20%

¢ Smallest farm size
¢ Business is struggling*®
¢ High debt

9%

- No Need
- Small Operation Size
- Lack of Information

Very low adoption rate

* Less likely to feel

successful, achieving goals,

poor work/life balance.

Most likely to feel it is

impossible to succeed due

to external factors

Average confidence
planning will make a
difference

Developers
19%

Largest farm size*
Business is expanding*
Highest debt

15%

No Need
Lack of Time*

Average to high
adoption rate

Feels successful,
achieving goals, good
work/life balance.

Actively pursuing
technology/new
methods

Low confidence planning
will make a difference

*Highest response level among segments

Planners
18%

Below average farm size
Business growing
Average debt

58%

No Need

Age/Health

Succession plan comes
first*

Highest adoption rate

Feels successful,
achieving goals, good
work/life balance.

Actively pursuing
technology/new
methods

e Confident that planning

will make a difference

Sunsetters
24%

* Below average farm size
* Business is steady
* Lowest debt*

6%

- No Need*
- Age/Health
- Small Operation Size

Very high adoption rate

* Feels successful, achieving
goals, excellent work/life
balance.

 Active in farm organizations

* Low confidence planning
will make a difference



SEGMENTATION ANALYSIS
Results

With the emergence
of the “Struggler”
segment, a business

planning progression
path from one
segment to another
becomes evident:

© 2016 Ipsos

(" Prioritization

of Planning
Activities
- AND -

Adoption of
planning

L behaviors )

Formal
written
business plan

Need Recognition

N
e

Strugglers Skeptics
20% 18%

\ ‘

Developers Sunsetters
19% | 24%

METES
18%




Summary: Strugglers are aware their farms are in decline and are
overwhelmed by debt. This segment has average alignment with Summary: Skepticism toward planning defines this segment, however,
planning activities and attitudes. making conversion very difficult. However, this segment’s businesses are
under performing and could benefit from planning assistance.

Tactics: Develop/promote programs to support the 1-in-5 Ontario farms

who are struggling and express some degree of openness toward Tactics: Leverage Dollars and Sense study findings to promote
business planning. Programs should work both on planning and debt financial/production benchmarking to reveal the extent and lost
management within the context of current operation size/scale. opportunity of underperformance to skeptics. These farms need help and

are unlikely to believe they have the power to influence their success.

Skeptics,
18%

Strugglers,
Summary: Developers feel successful, are 20%
optimistic about their future and are

growing their operations rapidly. However,

debt levels are the highest of all segments.

Summary: Sunsetters have worked hard over their
careers to build stable, debt-free operations. As such,
these experienced farmers tend to believe that
business planning is not for them.

Tactics: Develop/promote programs to Developers,
support aggressive growth strategies, 19%
technology adoption and financing.

Despite strong alignment with planning
behaviors/attitudes, this segment has a
much lower adoption rate for formal
written business plans.

Planners, Tactics: Focus communications on succession planning
18% and engagement of “next generation”.

Summary: This segment represents the ideal combination of planning behavior and attitudes.
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SUMMARY AND KEY FINDINGS
Goals and Objectives

- Top of Mind (Unaided) goals for farm operators are to:
Maintain a quality of life (13%)
Maintain production status quo (13%)

Improve profitability / Expansion (both 9%)
Plan for transfer of farm / Debt repayment (both 8%)

- Reducing farm debt has been an important goal the past five years:
- Nearly half of respondents have reduced farm-related debts.

- Then there is a dichotomy in strategies as nearly one-quarter of producers expanded their operation, while another significant
proportion scaled-back and reduced production in one or more areas of their farm.

- The proportion of those expanding, scaling back or changing production technologies suggests that improved efficiencies werean
important goal amongst most producers.

* Improved Profitability Most Important Business Objective moving forward

— Followed by improving efficiencies, reducing debt and getting ready for succession/transfer of business.
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SUMMARY AND KEY FINDINGS
Farm Business Management Activities

% of Farmers who conduct the following management
activities:

Overall , management activities currently conducted
on-farm have remained steady

61%
67%

56%
FINANCIAL GOALS & TRACKING
61%

PRODUCTION GOALS & TRACKING

88%
90%

83%
84%

. . . KEEPING PRODUCTION RECORDS
- Keeping production records and using an
ACCOUNTING SYSTEM FOR INCOME &

accounting system to record income and expenses EXPENSES
are the leading activities, followed by others that USE DATA FOR MGMT DECISIONS
are less likely to affect day to day activities.

- Benchmarking, both finances and production,

remain low in penetration, but this has increased
since 2011. BENCHMARK FINANCIALS

66%

TRACKING COP
66%

50%

USE RECORDS TO ASSESS ROI
53%

32%
31%

- Tracking cost of production is steady BENCHMARK PRODUCTION

- All other activities are down, but only slightly

2016 _m
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SUMMARY AND KEY FINDINGS

Farm Business Management Planning

Overall, planning awareness and implementation has declined
significantly since 2011

One exception: Business Planning has improved since 2011
More farmers have completed business plans
Fewer farmers are unfamiliar with business plans

Drivers of these plans include changes in markets and requirements for receiving funds
such as lenders and government programs

Awareness and implementation of all other plan types has declined
Less than 20% of farmers have completed any of the other types of plans

Potential reasons for decline:
Could be that producers have one business plan that they work from
Farms more financially secure therefore planning has declined
- Economic climate compared to 5 years ago
- Have a false sense of security

% of Farmers who have completed the
following plans:

BUSINESS PLAN -

SUCCESSION PLAN

21%
17%

16%
20%

0
RISK MANAGEMENT PLAN u‘/‘ig%
()
CONTINGENCY PLAN nl/los%
()
COMMODITY MARKETING PLAN m 23%
()
DIRECT MARKETING PLAN “’ 18%
0
DIVERSIFICATION PLAN “ 24%

3%
HR MANAGEMENT PLAN
13%

m 2016 m2011
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SUMMARY AND KEY FINDINGS
Perception of Planning & Management Activities

- Overall, individual management activities have more penetration than ‘planning’ activities
Suggests that respondents understand how to and the need for management activities more so
than developing plans
Respondents conducting activities that are useful to their day-to-day, whereas they don’t see that
with the plans

- Only 1/3 or less of farmers feel that various plans have any impact on the success of their

farm businesses
Business plans, commodity marketing plans and succession plans were identified as plans with
the most impact; whereas HR plans have the least impact

- Non-planners feel that plans are not necessary and do not see the benefit to planning
A significant education opportunity for AMI leveraging the Dollars and Sense Study 2015

There is currently a lack of understanding on how the ‘drivers of financial health’ can impact an
operation
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SUMMARY AND KEY FINDINGS
Planning Engagement

Diversification

Management
Plan

Business Plan
Succession
Plan
Management
Commodity
Marketing
Plan

Direct
Marketing
Plan

Risk

Plan

HR

64% 79% 71% 77% 67%

13% 22% 12% 22% 10%

3% 9% 9% 11% 6%

Contingency

Plan

- Business and Succession Planning have had the most penetration and are also the topics that
farmers want more information/training in.

- This is not surprising, as it is these plans that are required for many lenders/programs, while others are not and
succession of many operations will be taking place in the next 5-10 years.

Penetration of other plans may be more proactive.
© 2016 Ipsos




SUMMARY AND KEY FINDINGS
Training and Consultation

Leverage the 2015 Dollars & Sense study to show value of planning and other management activities

A large proportion of those respondents that have not completed plans state that they are unnecessary to
succeed

However, respondents’ goals are to become more profitable.
Dollars & Sense provides evidence that key management and planning drivers affect financial health
Provide information to farmers, then create social/in-person training and consultation opportunities

Farmers want to read about farm business management plans and activities in the farm media, likely so they
have an understanding of the topic before any further training or consultation

Further training or consultation needs to be in person either through workshops or events held in their area
Self directed training is the least preferable method
Partner with accountants and lawyers to disseminate information
Most consultation is taking place through accountants and lawyers
Very few farm associations are being consulted; unless it pertains to RMPs
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SUMMARY AND KEY FINDINGS
Farmer Planning Segmentation Results

B The results of the segmentation exercise in 2016 reveals the
identity of 4 out of 5 segments identified in 2011 are still
present. Analysis reveals, however, that the “Independent”
segment is not as prominent as it once was.

Need Recognition ]

Prioritization
of Planning

" Strugglers, Skeptics,

B Instead, a “Strugglers” segment has emerged. This segment PR 20% 18%
expresses many of the same attitudes and behaviors related Ad-opp\::Sr‘-of
to planning as the “Independents”, however, has a greater planning

behaviors

sense of pessimism toward their likelihood of success

B With the emergence of the “Struggler” segment, a business

Planners,
planning progression path from one segment to another 18%

becomes evident: Formal ‘
written
business pln
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Summary: Strugglers are aware their farms are in decline and are
overwhelmed by debt. This segment has average alignment with Summary: Skepticism toward planning defines this segment, however,
planning activities and attitudes. making conversion very difficult. However, this segment’s businesses are
under performing and could benefit from planning assistance.

Tactics: Develop/promote programs to support the 1-in-5 Ontario farms

who are struggling and express some degree of openness toward Tactics: Leverage Dollars and Sense study findings to promote
business planning. Programs should work both on planning and debt financial/production benchmarking to reveal the extent and lost
management within the context of current operation size/scale. opportunity of underperformance to skeptics. These farms need help and

are unlikely to believe they have the power to influence their success.

Skeptics,
18%

Strugglers,
Summary: Developers feel successful, are 20%
optimistic about their future and are

growing their operations rapidly. However,

debt levels are the highest of all segments.

Summary: Sunsetters have worked hard over their
careers to build stable, debt-free operations. As such,
these experienced farmers tend to believe that
business planning is not for them.

Tactics: Develop/promote programs to Developers,
support aggressive growth strategies, 19%
technology adoption and financing.

Despite strong alignment with planning
behaviors/attitudes, this segment has a
much lower adoption rate for formal
written business plans.

Planners, Tactics: Focus communications on succession planning
18% and engagement of “next generation”.

Summary: This segment represents the ideal combination of planning behavior and attitudes.
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